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What to expect from 
François Hollande
By Philippe Aghion

François Hollande is fast thinking but slow moving. As his economic policy adviser, 
I have observed him up close over the past year. He quickly understands a problem 
and swiftly assesses costs and benefits. However, he takes his time to come to the 
best possible decision. This cautious and pragmatic approach has led him to the 
French presidency. But this is no time for celebration. A reality check – his first 
official meeting with Angela Merkel, German chancellor – follows his inauguration 
on Tuesday.

Mr Hollande’s campaign, set against the backdrop of the eurozone crisis, has raised 
questions about how France will change its approach to economic policy, both at 
home and abroad. Indeed, he has a clear strategy he will seek to implement, which 
consists of three main ideas.

First, France’s future depends on delivering all three 
of growth, social inclusiveness and budgetary 

discipline. No one element can be achieved without the other two. Without a belief 
among the French that burdens are shared, it is hard to elicit the necessary 
sacrifices to achieve budgetary discipline. In turn, fiscal discipline should allow the 
government to conduct more expansive fiscal policies to boost growth if demand is 
depressed. Fiscal reform and spending cuts will also allow France to fund 
investments that support growth.

This brings me to the second idea. Previous French socialist leaders were wedded to 
Keynesianism. But Mr Hollande is the first French socialist president to advocate a 
supply side approach to growth.

This stems from his concern that France is falling behind in education, and in the 
amount of innovation done by small and medium companies. France’s performance 
in internationally recognised education tests has fallen over the past 15 years. This 
is dangerous: cross-country studies show a positive correlation between such 
performance and growth. So, too, is France’s rapidly deteriorating trade deficit vis-a
-vis Germany, which is forecast to hit €70bn in 2012.
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Mr Hollande’s third main idea is that what is true for each individual country 
within the European Union is also true for the EU as a whole. In other words, the 
EU must pursue both budgetary discipline and a complementary growth package.

This applies even more to the eurozone. Foreign observers have been worrying 
about Mr Hollande’s use of the word “renegotiating” in relation to the European 
fiscal pact. However, to a large extent, the issue is semantic. His use of the word 
“renegotiate” refers more to the notion of combining the existing budgetary 
agreements with a growth package than to truly renegotiating the budgetary part of 
the project.

This growth package should have a few distinct components.

The EU should mobilise its structural funds to finance reforms in labour markets, 
product markets and higher education.

The EU must also do more on what is typically called industrial policy. One idea 
would be to use the EU budget as collateral for the issuance of so-called “project 
bonds” that would co-finance industrial projects with the European Investment 
Bank. Information technology and clean energy are obvious areas for such 
investments. Another idea that Mr Hollande will pursue is to allow for mutualised 
debt (eurozone bonds) aimed at financing infrastructure projects. 

Financial stability must underlie these reforms. The eurozone should establish a 
unified system of banking supervision and deposit insurance.

Finally, the southern part of the eurozone will not be able to become more 
competitive if its inflation rates are higher than those in the north. To avoid this 
happening without inducing a severe recession in the eurozone, inflation rates in 
the north must be allowed to increase. The aim should be that of a 2 per cent 
inflation rate on average. This means inflation running at more than 2 per cent in 
northern Europe and less than 2 per cent in the south.

Some observers have expressed concerns about aspects of Mr Hollande’s economic 
programme, such as the 75 per cent marginal tax rate for incomes above €1m a 
year. I think it was partly motivated by the need to mobilise the left and thereby 
prevent a repeat of the 2002 fiasco in which the Socialist party lost in the first 
round of the presidential election. My guess is that if the tax is implemented, it will 
be temporary.

Beyond the doctrine and the programme there is the individual and his 
background: Mr Hollande belongs to the French Cour des Comptes, which 
monitors spending by French public administrations including government 
departments. His role model is Jacques Delors, former head of the European 
Commission and architect of the single market. Europe and the concern for 
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budgetary discipline both run in his blood. As she prepares to welcome Mr 
Hollande to Berlin, Ms Merkel should be in optimistic mood. The fast-thinking, 
slow-moving new president should prove a willing partner in her mission to revive 
Europe.

The writer is a professor of economics at Harvard University and an advisor to 
French president François Hollande 
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